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Debtors filed their bankruptcy petition under Chapter 7 of
the Code on February 22, 2001.  Subsequently, Congress passed
legislation pursuant to which the Debtors received a check in the
amount of $600, which they delivered to the Trustee in response
to his written demand for its surrender.  Debtors thereafter
filed a motion to compel the Trustee to abandon the funds on the
grounds that the funds are not property of the estate.  

The amount of the check was calculated based on the Debtors’
2000 income, but was payable in 2001.  The Trustee argued that
the entire $600 was property of the estate because it was
“sufficiently rooted in the prebankruptcy past,” pursuant to
Segal v. Rochelle. The court determined, however, that the check
represented an advance refund of taxes paid in 2001 and must be
prorated between the pre and post-petition part of the 2001 tax
year.  

The Trustee appealed the court’s ruling to the BAP, arguing
that the refund should be attributed to the year 2000.  In
affirming the bankruptcy court, the BAP said its ruling was in
conformity with the plain meaning of the Act creating the
benefit, as well as other case law and the IRS’s interpretation
of the Act.
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